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Page 9a ATTACHMENT 4.19-A

(q) Hospitals with 100 or fewer licensed beds and certain hospitals with more than 100
licensed beds. The policies in this subsection apply only to hospital fiscal years beginning on or after
September 1, 1989 for hospitals with 100 or fewer licensed beds at the beginning of the hospital's
fiscal year or hospitai fiscal years beginning on or after September 1, 2003 for hospitats with more
than 100 licensed beds at the beginning of the hospital's fiscal year, located in a county thatis notin a
metropolitan statistical area (MSA) as defined by the U.S. Office of Management and Budget (OMB)
and designated by the Centers for Medicare & Medicaid Services as a Sole Community Provider
(SCH) or Rural Referral Center RCC. At tentative cost settlement of the hospital's fiscal year (with
subsequent adjustment at final cost settilement, if applicable), the state agency or its designee
determines what the amount of reimbursement during the fiscal year would have been if the state
agency or its designee reimbursed the hospital under similar methods and procedures used in Title
XVIII of the Social Security Act, as amended, effective October 1, 1982, by Public Law 97-248, Tax
Equity and Fiscal Responsibility Act (TEFRA). This determination is made without imposing a TEFRA
cap. If the amount of reimbursement under the TEFRA principles is greater than the amount of
reimbursement received by the hospital under the prospective payment system, the state agency or
its designee reimburses the difference to the hospital.

{r) Reimbursement to out-of-state children s hospitals. For admissions on or after September
1, 1991, the standard doliar amount for out-of-state children's hospitals is calculated as specified in
this subsection. The state agency or its designee calculates the overall average cost per discharge for
in-state children’s hospitals based on tentative or final settiement of cost reporting periods ending in
calendar year 1990. The overall average cost per discharge is adjusted for intensity of service by
dividing it by the average relative weight for all admissions from in-state children’s hospitals during
state fiscal year 1990 (September 1, 1989 - August 31, 1990). The adjusted cost per discharge is
updated each year as additional final settlements are completed using the time frames described in
subsection (n) of this section and by applying the cost-of-living index described in subsection (n) of
this section. The resulting product is the standard dollar amount to be used for payment of claims as
described in subsection (e) of this section. The state agency or its designee selects a new cost
reporting period and admissions period from the in-state children’s hospitals at least every three years
for the purpose of calculating the standard dollar amount for out-of-state children's hospitals.

(s) Reimbursement of inpatient direct graduate medical education (GME) costs. The Medicaid
allowable inpatient direct graduate medical education cost, as specified under similar methods and
procedures used in the Social Security Act, Title XVIII, as amended, effective October 1, 1982, by
Public Law 97-248, is calculated for each hospital having inpatient direct graduate medical education
costs on its tentative or final audited cost report. Those inpatient direct medical education costs are
removed from the calculation of the interim rate described in subsection (b)(7) of this section and not
used in the calculation of the provider's standard dollar amount described in subsection (c) of this
section. No Medicaid inpatient direct graduate medical education cost settlement provisions are
applied to inpatient hospital admissions prior to September 1, 1997. Effective September 1, 2004,
providers with Medicaid allowable direct graduate medical education costs as described in this
subsection will receive a pro rata share a $51,046,452 pool established in the General Appropriations
Act for the current state fiscal year,
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(4) An eligible hospital will receive quarterly supplemental payments. The quarterly
payments will be one-fourth of the lesser of:

(A) The difference between the hospital's Medicaid inpatient bilted charges and
Medicaid payments the hospital receives for services provided to fee-for-service
Medicaid recipients. Medicaid billed charges and payments will be based on a
twelve consecutive-month period of fee-for-service claims data selected by the
state agency; or

(B) The difference between the hospital's “hospital specific limit,” as determined under
Appendix | to Attachment 4.19-A (relating to Reimbursement to Disproportionate
Share Hospitals (DSH)) and the hospital's DSH payments as determined by the
most recently finalized DSH reporting period.

(5) For purposes of calculating the “hospital specific limit” under this subsection, the “cost
of services to uninsured patients” and “Medicaid shortfall”, as defined by Appendix | to Attachment
4.19-A, the amount of Medicaid payments (including inpatient and outpatient supplemental payments)
that exceed Medicaid cost will be subtracted from the "cost of services to uninsured patients” to
ensure that during any state fiscal year, a hospital does not receive more in total Medicaid payments
(inpatient and outpatient rate payments, graduate medicat education payments, supplementat
payments and disproportionate share hospital payments) than their cost of serving Medicaid patients
and patients with no health insurance.

(u) In accordance with other provisions of this attachment, a high volume adjustment factor will
be included in the calculation of the state fiscal year 2003,and 2004 (September 1, 2002 through
August 31, 2004) standard dollar amount as described in subsection (a)(4) of this section. Effective
September 1, 2004, high-volume payments previously made as an add-on percentage adjustment
factor to the standard dotlar amount will made according to subsection (u)(3) of this section.

(1) Eligible Hospitals. All non-state owned or operated, non public, DRG reimbursed
hospitals located in urban counties with a population greater than 100,000, and Medicaid days greater
than 175% of the mean Medicaid days in the base period will be eligible for a high volume adjustment
to their standard dollar amount. The base period for determining the mean Medicaid days and
hospitals eligible for the high volume adjustment to the standard dollar amount in state fiscal year
2003 is state fiscal year 2001 (September 1, 2000 through August 31, 2001). The base period for
determining the mean Medicaid days and hospitals eligible for the high volume adjustment to the
standard dollar amounts in state fiscal year 2004 is state fiscal year 2002 (September 1, 2001 through
August 31, 2002). Medicaid days will be based on hospital claims data selected by HHSC. County
population will be based on the 2000 United States census.

(2) All eligible hospitals in counties with a population less than 1,000,000 will receive a
high volume adjustment factor of 6.50% for state fiscal year 2003 and a high volume adjustment factor
of 3.25% for state fiscal years 2004; eligible hospitals in counties with a2 population greater than
1,000,000 will receive a high volume adjustment factor of 10.25% for state fiscal year 2003 and a high
volume adjustment factor of 3.25% for state fiscal years 2004.
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(3) High-volume payments recognize the higher medical assistance costs and indigent care
cost of hospitals that treat higher levels of low-income and indigent patients. Eligible hospitals are
defined as non-state owned or operated, non-public, hospitals located in urban counties with
Medicaid days greater than 160% of the mean Medicaid days. High-volume payments totaling
$22,500,000 shall be allocated in proportion to uncompensated care loss for eligible hospitals
participate in the current year DSH program. High-volume payments totaling $63,808,065 shall be
made to eligible hospital in proportion to Medicaid inpatient days of service. Payments under this
provision shall be made annually based on current year finalized Medicaid DSH claims data. The
state shall adjust the high volume payments in accordance with applicable Medicaid upper limit
regulations. Any adjustment shall be made on a proportional basis in order to allow eligible hospitals
to participate to the fullest extent possible within the limits on disproportionate hospital payments.

HHSC shall use current year DSH data to determine Medicaid days. County population will be based
on the 2000 United States census.
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